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CHAI RPERSON JAMES: And with that, I'd like to open
it up for questions from Conm ssioners. Comm ssi oner Loescher
and then to Comm ssioner Bible.

COW SSI ONER LOESCHER: Yes, Madam Chai rman, | have a
couple or three questions. Madam Chairman, M. Husk, does the
State of Arizona support the conpacts that they've entered into
to this date as a matter of public policy?

MR. HUSK: Madam Chai rman, Conm ssioner Loescher,
yes, that is correct. The state recognizes its obligations under
the conpact and to ny know edge it's fulfilled its obligations
under the conpact.

COW SSI ONER LCESCHER: Madam Chairman, M. Husk, |
kind of read yesterday and | ast night and this norning and then |
listened very carefully to your testinony and you sound |ike
you've got a bad case of buyer's renorse. And | understand the
context of where you're comng from You're focused on
regulation and | think you' ve articulated very well the focus
that you have but |'m wondering a couple things. You know, you
make a colloquy in your statenent about the fact that the tri bal
regulators are wusually enployed by a gamng comm ssion that
reports to a tribal counsel and tribal regulators |ack autonony
of their off-reservations counterparts, et cetera, et cetera.

And | observed that the State of Arizona is involved
inlottery, state lottery and also you're a part of this 20-state
Power Ball program that $290 mllion has been floating around
Anerica that sonebody won today. But what's the difference? The
regul ators of the state that nanage and oversee the state lottery
and Power Ball certainly have to report to the governor and to
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the legislature and to the people of Arizona. What's the
di fference between that and what is occurring with the tribal
governments in your opinion?

MR. HUSK: Madam Chai rman, Conm ssioner Loescher,
first of all let nme say | don't believe that there is any part of
buyer's renbrse in ny comments. | think ny coments were
intended to provide this commission with sonme insight as to what
is working and what isn't working within the regulatory and
enforcenent areas of Indian gamng and | attenpted to do that.
recogni ze what the obligations are under the conpact. As to your
guestion regarding the conparison to lottery or Power Ball, | can
tell you that a significant difference is that you do not have
the entity that is regulating that industry that is also
advocating for that industry and in sone instances, at |east
within Arizona, that has occurred.

COWM SSI ONER  LOESCHER: Madam Chairman, just one

CHAI RPERSON JAMES:  Conmi ssi oner Loescher.

COWM SSI ONER  LCESCHER: I'"'m intrigued by your
| anguage in juxtaposed against the coments of Penny Col eman.
You say that, regarding | RGA, that Arizona |acks the authority to
i npose civil fines on gam ng operators, it |lacks the authority to
audit gamng operations, it lacks authority to track gamng
revenues. Yet, the Indian Gam ng Comm ssion does that very thing
and by statute and regulation it's required to do all of which
you have just outlined as criticisns. Is it possible that the
State of Arizona |lacks -- why cannot -- why cannot the State of
Arizona accept the certifications of the Indian Gam ng Conm ssion
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that those statutory requirenments of |IGRA, which are the very
things you're criticizing, are not certifiable and being conplied
with?

Wiy does the State of Arizona want to know these
t hi ngs beyond what the Indian Gaming Commssion is willing to
certify as accurate and in conpliance with federal |aw? \Wat's
your interest?

MR. HUSK: Madam Chai rman, Conm ssioner Loescher, the
interest on the part of the state is to independently insure and
regul ate the Indian gamng industry and insure that it neets the
hi ghest levels of integrity and that is an objective that the
State of Arizona does not take lightly and we believe that there
is not only an ability but an obligation on the part of the State
of Arizona to conduct independent inquiries into those areas.

COW SSI ONER LOESCHER: Madam Chai rman, M. Husk, the
United States is wlling to represent that all these things are
true, that they're occurring and whatnot. You're not willing to
accept the word of the United States that these things are true
and al so does your conpact require and extend to these things
t hat you're requesting?

MR HUSK: Madam Chai rman, Comm ssioner Loescher, |
t hi nk your question assunes that the United States, through the
Nat i onal Indian Gamng Commission, has the resources and
per sonnel necessary to conduct all those type of activities. I
can tell you based upon ny experience there is a shortage of
resources that would allow the National Indian Gam ng Conmm ssion
to conduct all those types of activities and even if they did
have sufficient resources under the terns of the conpact, Arizona
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is not prepared to delegate its regulatory responsibility to the
Nat i onal Indian Gam ng Comm ssi on.

COWM SSI ONER LOESCHER:  Thank you, Madam Chai r man

CHAI RPERSON JAMES: Thank you. Conmm ssioner Bible.

COWM SSI ONER  BI BLE: For M. Husk along the sane
I ines, do you get basic revenue data on the various casinos that
are operated by the tribes within Arizona from the National
| ndi an Gam ng Conmmi ssi on?

MR HUSK: Madam Chai rman, Conmi ssioner Bible, we do
not receive information from the National Indian Gami ng
Comm ssion of that nature. An annual audit is to be submtted by
the individual tribes that conduct the gam ng operations to the
Arizona Departnment of Gaming but that information cones directly
fromthe tribes, not fromthe N GC

COW SSI ONER BI BLE: Is that a revenue audit or a
conpliance audit or both?

MR. HUSK: That is a revenue audit that is required
annual | y.

COWM SSI ONER BI BLE: And for Ms. Col eman, do you have
basic revenue data from all of the tribal gamng operations
t hroughout the country?

M5. COLEMAN: Yes, we do.

COWM SSI ONER  BI BLE: That would be broken down by
denom nation, whether it's table ganes or machines or sonething
of that nature?

M5. COLEMAN. It often is, yes.

COWM SSI ONER BI BLE: Do you have a standard format
where you solicit that information and collect it?

NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS

1323 RHODE ISLAND AVE., N.W.
(2N2\ 2A_AA?R WASHINCTON D C 20NNKR-”7N1 WAAMAE nealrarnee ram



N

o 0o b~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

July 30, 1998 N G1.S.C Tenpe Meting 149

M5. COLEMAN. No, the audits are done under generally
accepted accounting principles. They -- they |ook pretty
uni f orm

COW SSI ONER BI BLE: So you just have basic audit
information. You don't have detailed revenue operation in terns
of the gam ng operations that would indicate, for instance, how
much of the win cones from nickel machines or dollar machines or
quarter machines or table ganes or sonething of that nature?

M5. COLEMAN: 1'd have to ask our auditor

COW SSI ONER BI BLE: Do you also have pretty good
expense information and distribution information that indicates
where the nonies are being expended and how they're being
distributed to either the tribe or the tribal menbers?

M5. COLEMAN. No, at this tinme we really don't have a
ot of that information.

COW SSI ONER Bl BLE: s the Commssion willing to
share all of that revenue data with this particular Comr ssion?

M5. COLEMAN:. We will share such information we can.
W are constrained by the Act as far as sharing proprietary
i nformati on.

COWM SSI ONER Bl BLE: What would you consider
proprietary information?

M5. COLEMAN: A lot of the audit information is
consi dered proprietary.

COWM SSI ONER  BI BLE: So you would not be in a

position to share the audit information?
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V5. COLEMAN: W may be able to provide sone broad
figures. There are also, if you ve seen the GAO report that does
some summari zi ng of the figures.

COW SSI ONER Bl BLE: I have seen the report. They
relied upon the reports that you have within your agency?

MS. COLEMAN:  Yes, yes.

CHAI RPERSON JAMES: Can | just interject here for a
point of clarification? The particular act that you refer to
whi ch woul d make that information unavailable to this Conmm ssion,
does that say that you cannot share it wth other federal
agencies or you nay not share it with the public?

M5. COLEMAN: It requires -- it requires us to hold
it pursuant to the Freedom of Information Act, exenptions 4 and
7. The Freedom of Information Act does not allow sharing with
ot her federal agencies unless for |aw enforcenent purposes.

COW SSI ONER  BI BLE: So you have shared that
information then with the Departnment of Justice?

MS. COLEMAN: For | aw enforcenent purposes, yes.

COW SSI ONER LOESCHER:  Madam Chai r man?

CHAI RPERSON JAMES:  Conmi ssi oner Loescher.

COW SSI ONER  LOESCHER: | believe that | have a
di fferent understanding of what our statute says, vis-a-vis the
| GRA statute and | think we should ask our counsel to give us
advi ce on how nmuch and where we can get this information from |
believe that wunder our statute wunder the confidentiality
provi sions and protections that our statute enables, we should be
able to reach into the National Indian Gam ng Comm ssion and
secure the data on a confidential basis for this Comm ssion. So
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if there's any question | would urge you, Madam Chairman, to have
our counsel review that matter with the I ndian Gam ng Comm ssi on.

COW SSI ONER BIBLE: | would share that belief and if
it's appropriate make a request for all of this particular
information certainly in an informal formto begin wth.

CHAI RPERSON JAMES: Certainly, and we'll do that.

COWM SSI ONER BIBLE: And then to follow up on anot her
question to Ms. Colenman, your statenent indicates that there's
285 gam ng operations, 188 tribes are operating in 28 states and
yet your budget is only 40 enployees and $5 mllion. Are you
adequately funded at all to fulfill your m ssion?

MS. COLEMAN: W have received nore funding. We
expect to be expanding very soon. W wll have many nore field
investigators out in the field in the very near future.

COWM SSI ONER BI BLE: Are you currently funded in an
adequate level to fulfill your m ssion?

M5. COLEMAN. For 5 million, no.

COW SSI ONER BI BLE:  No.

M5. COLEMAN. W are going to expand. W are going
to have nore noney.

COM SSIONER BIBLE: And why did it take 10 years to
just adopt mninmum internal control standards. That's sort of
fundanmental to the business. That's what you do first before you
start operating.

M5. COLEMAN: | cannot speak for why it was not done
before but since |'ve been there and Comm ssi oner Hogan has been
there, we realized the need for such standards and when the
Comm ssion decided to go ahead wth those, they noved very
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qui ckly. W hired an outside consultant, Arthur Andersen, who
had people who specialized in this area and we've had the
assistance of the states and NIGA NCAl task force as well as
advi sory commttee. Considering we're the governnent, we've
actually noved fairly quickly on this section, | think.

COW SSI ONER BI BLE: Ten years after tribal gamng
started you're just adopting the standard and you think you've

nmoved qui ckly?

M. COLEMAN: Well, the National Indian Ganm ng
Comm ssion didn't cone into -- they weren't all appointed unti
1991. The basic regulations weren't effective until "93. As |

said, our focus at the beginning was managenent contract
approval, the background investigations. Those are the things
that were being done first and then as we got into enforcenent,
we realized the need for these standards and we've started
nmoving. And we noved into it very quickly when we realized the
need for it.

COWM SSI ONER Bl BLE: And the reason | ask the
guestion is we had testinony and today to sone extent that
indicated at least tribal gamng is one of the nobst heavily
regul ated segnments of the gami ng industry. Your own testinony
would indicate that at |east from your perspective you have
i nadequat e fundi ng. You haven't had funding for a nunber of
positions that's adequate to fulfill your m ssion and you're just
now adopting really the basic tenants of good regulatory practice
whi ch is adoption of mninmminternal control standards.

M5. COLEMAN: Vell, | think that what 1've been
saying is that we're about to have nore noney. W are doing a
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human's job, | would say considering our resources. | have seen
-- for instance, let ne give you an exanple. The State of New
Jersey has three tinmes nore people, has 12 facilities right in a
row and yet, they only average about 25 enforcenent actions a
year, not because they don't have nany violations. |'ve been
told that they average about 6,000 violations a year, but they
only bring about 25 actions.

Well, we bring that many with one-third the nunber of
resources and the mx, they are necessary in sone places, they
aren't necessary everywhere. There are many tribes that have, as
| said, internal controls that are beyond any of the non-Indian
gamng facilities.

COWMM SSI ONER BIBLE: Are they applicable to Cass 111
gam ng?

M5. COLEMAN.  Yes.

COWM SSI ONER Bl BLE: You also indicated in your
statenent that the NIGC has the authority to determ ne whether
Class 111 gamng is conducted 1in conformance wth the
tribal/state conpact. Have you nmade such a determ nation in the
State of California?

M5. COLEMAN: There are very few conpacts in
Cal i forni a.

COWM SSI ONER BI BLE: Vell, is all the gamng that's
bei ng conducted then in accordance with a conpact?

M5. COLEMAN. The gam ng that is being conducted down
there is Cass Il gam ng w thout a conpact.

COWM SSI ONER  BI BLE: Have you taken enforcenent
action?
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M5. COLEMAN: The U.S. -- we have taken enforcenent
actions, yes, but primarily the U S. Attorneys are taking | ead on
t hose acti ons.

COW SSI ONER BI BLE: But you haven't independently
fined the operations or anything of that nature?

M5. COLEMAN.  Yes, we can.

COWM SSI ONER BI BLE: Have you done that?

M5. COLEMAN:  Yes.

COW SSI ONER BI BLE:  You have?

M5. COLEMAN:  Yes.

COWM SSI ONER Bl BLE: Have you | odged fines against
all the tribes that are --

M5. COLEMAN:. Par don?

COWM SSI ONER Bl BLE: Have you taken action and
assessed fines against all of the tribal operations that are
involved in Cass Il gam ng?

M5. COLEMAN: No, we haven't.

COW SSI ONER BI BLE: Is there sonme sort of |ack of
uniformty or what's the probl en?

M5. COLEMAN. No, the United States Attorneys as well
as the NIGC both have the authority to bring such actions. One
of the things we try to do is to coordinate our resources,
coordi nate our actions. The way we split up our responsibilities
in California is we informthe tribes that if any new tribes try
to open up Cass IlIl that we would cone in and enforce against
them imedi ately and that the U S. Attorneys would be bringing
the enforcenent actions against them and that's how we spilt up
our responsibilities.
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CHAI RPERSON JAMES: Any ot her Commi ssi oners?

COW SSI ONER McCARTHY:  Just briefly.

CHAI RPERSON JAMES: Conmi ssi oner MCart hy.

COW SSI ONER Mc CARTHY: I'"d be interested in know ng
what directions your Commission gave to Arthur Andersen in
setting up auditing standards for the Commssion to wuse in
auditing tribes around the country, if you could share those with
us. You indicated Arthur Andersen was brought in recently to
hel p standardi ze your auditing procedures. Did | understand you
correctly?

M5. COLEMAN: Not really to standardize our auditing
pr ocedur es.

COWM SSI ONER  Mc CARTHY: What are you asking Arthur
Andersen to do?

M5. COLEMAN: \What we asked Arthur Andersen to do is
we said, "W want to establish internal controls that are uniform
t hroughout the United States and are applicabl e throughout |ndian
country". And those kinds of standards are what do you do with
cash accounting? Do you have three slips of paper --

COWM SSI ONER McCARTHY: Wiy don't you just give us a
list of the things that vyou' ve asked Arthur Andersen to
standardi ze and what we'd like to do is conpare that to what the
nost active regulatory systens at the state level ask in a
simlar area. Are you follow ng what |'m asking?

M5. COLEMAN.  Yes.

COW SSI ONER McCARTHY:  Thank you.

M5. COLEMAN.  You would like me to provide it for the
record or you want --
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COW SSI ONER  Mc CARTHY: Yes, | want you to please
mail it to the Comm ssion, ask your Chairman to mail it to the
Conmmi ssi on

M5. COLEMAN. | would be glad to.

COWM SSI ONER McCARTHY: Al right, thank you. Just a
brief question, M. Met oxen, and it regards the tribal
regul ators' neetings. Do the -- | don't know how |ong you' ve
been in existence and how often you neet but do the tribal
regul ators attenpt to -- let ne back up.

The states can enter into interstate conpacts which
are short of federal |law and regulation, into interstate conpacts
which is allowed by federal law but in many different situations
two or many states enter into interstate conpacts so that they
have the sanme standard in different areas, whether they share
water rights or whether it's depositing nuclear waste, it's any
nunber -- is there any discussion going on anong Native Anmerican
tribes that do operate ganbling to possibly anong thensel ves now,
enter into any kind of simlar conmpact if it is -- | realize
they' re independent sovereign nations, but they also have the
right to make the judgnent that they mght enter into sonething
simlar to interstate conpacts to standardize so that all of the
guestions that conme up about, "Gee, well this tribe is doing a
great job but we don't know -- since we don't have access to any
i nformati on, we don't know what that tribe is doing".

s there any discussion at your tribal regulators'
meetings to bring back to the chairpersons of the different
tribes some proposals on trying to standardi ze across the country
anong all tribal ganbling operations?
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MR. METOXEN: Yes, actually, the discussion has been
going on for sonme tine and that's where the tribal regulators
have mai ntai ned an involvenent in the devel opnment of the national
m x that have been forwarded to the Senate Committee as well as
the National Indian Gami ng Comm ssion. The tribal regulators
t henmsel ves do recogni ze the inportance of a standardi zed m ni mum
internal controls that could be applied. At the federal level, if
that goes into the approval process then what you' re |ooking at
from the tribal regulatory standpoint is then the tribes
t hensel ves nust have at |east standards that neet these m ni num
i nternal controls.

It doesn't necessarily say that nmeans you w |l adopt
these mninmum control standards, what it neans you nmust have
within your own tribe. An exanple, and | hope |I'm putting this
appropriately, is that if the Oneida Tribe, which we do have our
own Oneida mninmum internal control standards, if you could
conpare those to the national mx that have been conpleted by the
NIl GA and NTGC&R, they neet and exceed what they have in place.

COWM SSI ONER  Mc CARTHY: Wiy not adoption? In an
interstate conpact situation, the state through its governor and
| egislature will act to endorse the interstate conpact. There is
a public procedure set out. Wiy not propose adoption by the
i ndependent sovereign nation tribes to adopt and to agree to out
of their own free will sonething that would be simlar to the
interstate conpact anong a nunber of tribes, copying the best
uni form code |aws adopted to tribal conditions, whether it's in

auditing or in other areas? Wy not go a step further?
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MR.  METOXEN: That question would be better put
towards one of the tribal |eaders or representation for the
tribal |eaders. Speaking on behalf of the tribal regulators, our
cooments and statements have been to support that mninum
internal controls standards be recognized and be established.
That's where our involvenent cones in at that tinme is
recogni zing. The tribal regulators thenselves will discuss these
i ssues when they get together in a conparison of the mx and the
m ni mum st andards they have.

COW SSI ONER Mt CARTHY: But | think they're |ooking
to all the bright people that go to the tribal regulators'
nmeeting for recomendations |ike that.

CHAI RPERSON JAMES: Thank you. Any other questions?

COWM SSI ONER  MOCRE: I would just like to nmake one
comment, Madam Chai r man.

CHAI RPERSON JAMES: Absol utely.

COW SSI ONER MOCRE: We've heard how well the Indian
gamng is regulated. Wiat 1'd like to make a comment is that of
all the Indian -- sonme information that | have here in 1995 109
Class Il Indian gamng facilities, casino type gam ng generated
about half as nuch noney as the 12 casinos that's lined up on a
straight line in Atlantic City yet, sonewhere else, | can't find
it, I have all of this amount of noney that Atlantic Gty spends
on gam ng and how many regul ators they have.

| think it's about twice as nuch. They spend about

twice as nmuch. | believe their budget as M. Bible has in about
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COWM SSI ONER Bl BLE: | think they're about three
times but they're com ng down.

COWM SSI ONER  MOORE: kay, and he has a lot of them
scattered everywhere. |'d just like to -- | think that M. Bible
and the New Jersey group, | think they ought to copy because the
I ndians are getting theirs regulated better than anyone, for

al nost not hi ng.

COW SSI ONER BI BLE: | agree whol eheartedly. Thank
you.

(Laught er)

CHAI RPERSON JAMES: | hope you hadn't m ssed the sort
of sarcasmthere. | hope the subtlety wasn't |ost.

COWM SSI ONER MOORE: But | don't really know how they
know how it's regul ated because no one knows how much noney went
in. | do have sone figures here that we got from sonmewhere, how
much noney goes in and how nuch noney cones out. So how do we
know how it's regul at ed.

COW SSI ONER BI BLE: Doctor More, the reason | asked
t he question about revenue data is that's kind of a fundanenta
point or part of regulation. W, for instance, take all of the
data off of all the gam ng devices in the State of Nevada and al
of the table ganes in the State of Nevada and we conpare the
wi nning figures and conpare those to statistical nornms to nmake a
determnation as to whether they're wthin the expected pattern.
W try to understand and fully explore any variance from that
data, a very easy thing to be done and | suspect that neither the
State of Arizona nor probably the National Indian Gam ng
Commi ssion has that data for tribal gam ng operations where they
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could sinply run it on a nmachine basis and take a |ook at the

figures.

And that's just one item | nean, there's thousands
of itens that are |ike that. M ni mum control standards are the
fundamental part of gam ng regul ation. They deal with, as M.

Col eman i ndi cated, who has access to the keys and how nany peopl e
you have in the count room and how you bundl e the noney and how
you calibrate the weigh scales and a hundred things |like that and
|"mjust surprised after 10 years they're just now tal ki ng about
doi ng those sort of things.

And | do recognize and |'ve talked with a nunber of
the tribes throughout the United States and | believe the
regul atory pattern is really kind of a patchwork, it's a quilt
In sone cases it's very, very good. Sone of the tribes have done
an extraordinarily good job of regulating the gam ng. I n ot her
areas they haven't been quite so successful.

CHAI RPERSON JAMES: Any additional questions? Wile
| know this is an absolutely fascinating discussion and
regul ations are sonething that we probably could spend the rest
of our afternoon chatting about, | think that we do have a
subconmittee that's chaired with that responsibility and
suspect that they will be delving even nore deeply into these
areas and | would ask that you continue to nake yourselves
available in terns of providing information and counsel and
advice to our subconmttee.

| want to thank each of you for participating today
and for your testinony. Thank you very nuch. Just one or two
little housekeeping itenms in terms of where we are in our
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schedul e and how we can nake up sonme of the tinme and how we can
al so accommodate our Comm ssioners not passing out up here for
| ack of food and breaks. There is no perfect solution for that

but let me offer a potential solution.
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